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On July 14, President Sixto Duran Ballen's administration announced a new accord with the Paris
Club of creditor governments that will allow Ecuador to postpone payments on most of the US$390
million in bilateral debt that was scheduled to come due in 1994 and 1995. At the end of June, a team
of government negotiators headed by Ana Lucia Armijos president of the government's monetary
control board (Junta Monetaria) met with representatives of the Paris Club in France and Germany
to renegotiate the country's bilateral debt to 10 different countries. Ecuador owes a total of US$1.179
billion to the Paris Club members.
The single largest creditor is Italy, which accounts for US$309 million, or 26%, of the bilateral debt;
followed by Israel with US$204 million; and Japan with US$196 million (see table). At present,
Ecuador's total foreign debt stands at nearly US$13 billion. In addition to the bilateral debt, the
country owes US$7.58 billion to some 400 foreign commercial banks. In May, the government
reached a debt reduction accord with a steering committee representing the commercial creditors,
although the individual banks must still give their final stamp of approval before the end of 1994
The remaining US$4.241 billion of the foreign debt is owed to multilateral lending institutions,
principally the World Bank, the Inter-American Development Bank, and the Andean Development
Corporation (Corporacion Andina de Fomento, CAF). Of the US$1.179 billion owed to the Paris Club
members, a total of US$390 million, or 33%, was originally scheduled to come due in 1994 and 1995,
encouraging the government to seek at least a partial deferment of payments. Under the accord
reached in mid-July, the creditor governments agreed to postpone payment on US$320 million
beyond 1995, greatly alleviating the debt burden for the next two years.
The Paris Club also restructured the time frame for payments on the remaining US$70 million
scheduled to come due. Half of the total will be paid at the end of 1994, and the remaining US$35
million will be repaid in three installments throughout 1995. "The negotiations with the Paris Club
were a major success, since we are now only obligated to pay 18% of the original amount scheduled
to come due in 1994 and 1995, and we don't even have to make the first payment until the end of
1994," said Ana Lucia Armijos. "We managed to work out our debt to foreign governments and
suppliers, which is extremely important because it permits friendly governments to grant fresh
credit to Ecuador, including the immediate release of loans already approved but frozen by some
countries, such as Japan."
Still, notwithstanding the success in negotiating debt deferment, the government apparently
failed to convince creditor governments to pardon some of the bilateral debt, which the Duran
administration had originally hoped to achieve when it opened negotiations with the Paris Club
in June. In prior individual agreements reached with Switzerland, Belgium, and Denmark, the
government obtained special accords to reduce the bilateral debt in exchange for a government
commitment to rechannel the remainder owed into environmental protection and anti-poverty
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programs. The Duran administration had hoped to use those previous accords as a model for similar
deals with some of the members of the Paris Club, especially Germany.
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